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Introduction 

Scholars and statesmen have debated the influence of international com
merce on war and peace for thousands of years. Around a.d. 100, Plutarch 
maintained that international commerce brought about “cooperation and 
friendship” and that the cessation of commercial exchange would cause the 
life of man to be “savage and destitute.”1 This line of reasoning became par
ticularly prominent in the eighteenth and nineteenth centuries with the writ
ings of philosophers such as Adam Smith, Jeremy Bentham, Immanuel Kant, 
Thomas Paine, Jean-Jacques Rousseau, Montesquieu, and John Stuart Mill.2 

These men were united in their belief that enhanced international commerce 
made war among states more costly and, thus, that “the natural effect of com
merce is to lead to peace,”3 as Montesquieu maintained in 1748. Many of them 
also believed that commerce was a dynamic force having a progressively 
stronger stabilizing effect over time. In the eyes of Kant, “the spirit of com
merce, which is incompatible with war, sooner or later gains the upper hand in 
every state.”4 

This sanguine view of commerce as having a strong, positive effect on inter
state relations has not been universally embraced. Indeed, many have argued 
the opposite is true. Perhaps the most prominent early pessimistic statement in 
this regard was advanced by Alexander Hamilton. Writing in 1787, he devotes 
most of Federalist 6 to critiquing the notion that the “spirit of commerce has a 
tendency to soften the manners of men and to extinguish those inflammable 
humors which have so often kindled into wars.” After running through a series 
of historical examples, Hamilton ultimately concludes that numerous wars 
were “founded upon commercial motives” and that “spirit of commerce in 
many instances administered new incentives” for conflict.5 Another promi
nent early pessimist is Frederick List, who argued during the middle of the 
nineteenth century that reducing participation in international commerce is, in 
the absence of a universal republic, the surest route to enhancing a state’s se-
curity.6 At the dawn of the twentieth century, John Hobson famously main
tained that the business activities of firms led to imperialism; a few years later, 

1 Irwin 1996, 11.

2 See the discussion in Silberner 1946; and Doyle 1997, chap. 7.

3 Montesquieu 1989, 338.

4 Kant 1957, 32.

5 Hamilton 1961, 56, 57.

6 See Silberner 1946, chaps. 8 and 9.
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Lenin then took one step further, emphasizing that not just imperialism 
but eventually war among capitalist states would be the inevitable result of 
capitalism.7 

The belief that international commerce can strongly shape security rela
tions is reflected not just in the writings of scholars over the centuries, but 
in policy discussions and governmental decisions. Over the years, the opti
mistic perspective on commerce and security has most strongly and directly 
shaped policy. David Lloyd George, Cordell Hull, Woodrow Wilson, Richard 
Cobden, William Gladstone, and Bill Clinton are prominent examples of 
politicians who have advanced policies premised on the notion that interna
tional commerce can promote peace.8 As we move into the twenty-first 
century, this view continues to significantly influence important aspects of 
policy. In the United States, the decision to push for China’s entry into the 
World Trade Organization is the most prominent recent example. In his 28 
January 2000 State of Union Address, President Bill Clinton exhorted: 
“Congress should support the agreement we negotiated to bring China into 
the WTO, by passing Permanent Normal Trade Relations with China as soon 
as possible . . .  [because] it will plainly advance the cause of peace in Asia.” 
While the foreign policy approaches of the Clinton and George W. Bush 
administrations differ greatly on many issues, a key common theme is the no
tion that promoting economic globalization throughout the world can foster 
a stable security environment.9 

Despite the prominence of the view among scholars and policymakers that 
international commerce significantly influences security relations, up until the 
1990s essentially no empirical analysis of this issue existed.10 In the final phase 
of the Cold War, prominent scholars such as Richard Rosecrance and Kenneth 
Waltz continued the centuries-old debate on the effects of commerce on peace, 
but this discussion was confined to the level of theory.11 The rapidly growing 
scope of international economic integration, termed “globalization,” has over 
the past decade led international relations scholars to renew their attention to 
how shifts in the international economy affect states’ security behavior. Unlike 
almost all previous scholarship on this general subject, the most recent wave 
of investigations was empirically focused.12 The general finding emerging 
from this literature—that trade linkages between states reduce the likelihood of 
conflict—is important in its own right and, more generally, indicates that the 

7 Hobson 1902; and Lenin 1917. 
8 See Way 1998, chap. 1. 
9 On this point, see Rose 2003. 
10 On this point, see, for example, Levy 1989, 261–62. 
11 Rosecrance (1986) argues that commerce promotes stability, whereas Waltz (1979, esp. 138) 

advances the opposite position. 
12 For useful reviews of this recent literature, see McMillan 1997; Barbieri and Schneider 1999; 

and Mansfield and Pollins 2001. 
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centuries-old contention that the business activities of firms can significantly 
shape security affairs is, in fact, valid.13 

BRINGING IN THE GLOBALIZATION OF PRODUCTION 

Given the great importance of economic globalization in the international envi
ronment, it is crucial to carefully evaluate its influence on security. The recent 
literature examining how the international economy influences security has pro
duced important new insights, but it suffers from a major limitation: it neglects 
the most significant feature of today’s global economy. Over the centuries, 
scholars have generally treated the questions “Does international commerce in
fluence security?” and “Do trade flows influence security?” as synonymous. Not 
surprisingly, virtually all studies in this recent wave of scholarship examine the 
security repercussions of international trade flows.14 In the past, such an overar
ching focus on the security implications of trade made sense. It no longer does. 
Until recently, trade was “the primary means of organizing international eco
nomic transactions.”15 Today, however, trade is a second-order phenomenon: 
where and how multinational corporations (MNCs) organize their production 
activities is now the key integrating force in global commerce.16 

MNC international production strategies have changed in a variety of funda
mental ways over the past three decades. These new strategies are character
ized by an increased cross-border dispersion of production. For this reason, 
analysts commonly use the short-hand term globalization of production as a 
descriptor of these recent changes in MNC production—a practice I will also 
adopt here.17 As will be shown in chapter 2, MNCs are geographically dispers
ing production activities both internally and externally—that is, within the firm 
itself as well as through the development of more extensive interfirm linkages 
across borders. More specifically, MNCs have greatly enhanced the intrafirm 
international division of the production process through a new role for foreign 

13 This is not to say that there is uniform agreement concerning how trade linkages influence se
curity behavior. The prevailing view is that higher levels of trade interdependence lower the likeli
hood of conflict (on this point, see, for example, the discussion in Mansfield and Pollins 2001). 
Some scholars, however, continue to express reservations about the validity of this finding (see, for 
example, Green, Kim, and Yoon 2001; Barbieri 2002; and Bennett and Stam 2003, esp. 95–98). 

14 A partial list of these studies includes Oneal and Russett 1997, 1999; Russett and Oneal 2000; 
Oneal et al. 1996; Hegre 2000; Kim 1998; Copeland 1996; Barbieri 1996; Barbieri and Levy 1999; 
and Polachek 1992. For a full set of citations, see the bibliographies in Barbieri and Schneider 
1999; McMillan 1997; and Mansfield and Pollins 2001. 

15 Kobrin 1995, 26. 
16 A multinational corporation is a firm that owns, coordinates, or controls value-adding activi

ties in more than one country. 
17 See, for example, Dunning 1992, 128–32. The “geographic dispersion of MNC production” is 

a more accurate, but also more cumbersome, short-hand descriptor that I will also sometimes use. 
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affiliates; at the same time, they have pursued deeper relationships with foreign 
suppliers and cooperative partners located abroad through international sub
contracting and international interfirm alliances. 

Although analysts use the language of globalization in describing these 
shifts, the geographic dispersion of MNC production activities is not truly 
global in scope. These shifts in MNC production have had powerful effects on 
some states, but have largely bypassed many others. Specifically, it is among 
the economically most advanced states that the geographic dispersion of MNC 
production has been most prominent; the rise of international interfirm al
liances, for example, is a trend largely restricted to North America, Western 
Europe, and Japan. It is also important to recognize that the geographic disper
sion of MNC production is not occurring equally across all industries. As will 
be shown in chapter 2, internationalization strategies have become prominent 
only in certain sectors. 

The unprecedented nature of the globalization of production is a key feature 
distinguishing it from international trade. Many analysts argue that what we 
call economic globalization resembles the international economy during the 
“golden age” of capitalism from 1870 to 1914. However, this similarity is 
strong only if we treat economic globalization as an aggregate; when we break 
economic globalization into its constituent parts, we reach a very different an
swer. The globalization of production clearly represents an ongoing qualitative 
change in the international economy; trying to advance the same claim about 
the other two economic globalization trends—of international trade and inter
national financial markets, respectively—is more problematic. In the end, the 
geographic dispersion of MNC production is the most historically novel aspect 
of contemporary economic globalization. 

Despite the substantive significance and historical novelty of the globaliza
tion of production, there has so far been no systematic empirical analysis of its 
implications for security relations among states. The last detailed empirical 
examination of how international production by MNCs can influence security 
affairs was written in 1935.18 A number of prominent analysts have recently 
noted that changes in MNC production strategies may have significant reper
cussions for security affairs, but this is not a primary focus of their analysis, 
and they do not empirically evaluate the notions they advance.19 Because sys
tematic data on the geographic dispersion of MNC production does not exist, 
there is a dearth of quantitative studies of international conflict that use mea
sures of this global production shift.20 A significant literature did develop in the 
middle and late 1980s that analyzed the United States’ increased reliance upon 

18 See Staley 1935. 
19 See, for example, Kapstein 1992; Rosecrance 1999; and Friedman 1999. 
20 For useful discussions of the limitations of data on the international production activities of 

MNCs, see OECD 2002, 159; UNCTAD 1993a, 164; World Bank 1997a, 52; and Dunning 1992, 
6–10, 22, 28–29. The best data we have on the globalization of production concerns foreign direct 
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foreign suppliers for parts and components of military weapons systems.21 

However, this literature, as well as the studies following in its wake, focuses al
most exclusively on the consequences of the globalization of production for 
U.S. defense policy or the structure of the U.S. economy rather than upon the 
repercussions for international security more generally. This literature also 
centers upon increases in international subcontracting, which is only one ele
ment of the geographic dispersion of MNC production. 

Empirical analyses of the security repercussions of trade flows can no longer 
eclipse examinations of how the globalization of production affects security 
relations. This book is the first systematic study of how this unprecedented 
change in the global economy influences international security. Since the geo
graphic dispersion of MNC production is a novel and dramatic shift in the in
ternational environment, it is critical to know how it changes the prospects for 
peace. This analysis shows that the globalization of production has led to major 
changes in the global security environment that collectively improve the secu
rity climate in some regions while decreasing it in others. 

THE GLOBALIZATION OF PRODUCTION LEADS TO CHANGES 
IN CAPABILITIES, INCENTIVES, AND ACTORS 

Within the literature that examines how the international economy can influ
ence security, scholars outline a wide variety of arguments. In practice, these 
disparate arguments can be boiled down to three general mechanisms: the 
global economy can influence security by changing capabilities, incentives, and 

investment (FDI); however, FDI data captures the geographic dispersion of MNC production only 
partially and, moreover, covers only some countries. Through 2003, there are only two published 
analyses I am aware of that seek to employ a systematic measure relating to the globalization of 
production, each of which is plagued by severe data limitations. In the first study, Gartzke, Li and 
Boehmer (2001) seek as part of their analysis to broaden the notion of economic interdependence 
beyond an exclusive focus on trade flows between countries to also include FDI linkages. Because 
systematic dyadic data for FDI does not exist, there is no way of comprehensively measuring 
the theoretical construct they are interested in: FDI interdependence between pairs of states. Their 
study uses the total amount of inward and outward FDI as a proportion of a country’s GDP, which 
is of no help in determining the extent of FDI interdependence between each pair of states (that is, 
the level of FDI from country A in country B and vice versa). In the end, therefore, the dyadic test 
this study uses is inappropriate and its analysis can therefore tell us little. A second analysis by 
Rosecrance and Thompson (2003) actually does contain a measure of FDI interdependence. As 
they note, however, the scope of their analysis of FDI interdependence was greatly circumscribed 
by data limitations: “Unfortunately, few nations except the United States collect data on FDI flows 
with particular countries. Thus . . . we  had to limit ourselves to looking at data on U.S. FDI and 
conflict with other countries over the period 1950–1992” (389). The problem is that the United 
States is a very special case in the international system: it is the largest source of FDI and is also 
simultaneously the most powerful state—economically, politically, and militarily. 

21 Much of this literature is discussed in Moran 1990. 
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the nature of the actors. This book shows that the globalization of production 
has reshaped the global security environment via each of these three general 
mechanisms. 

Regarding capabilities, the key puzzle is whether the globalization of pro
duction has fundamentally changed the parameters of weapons production. As 
Richard Bitzinger notes, throughout history, “most countries traditionally have 
preferred to be self-sufficient in arms production.”22 The reasons are straight
forward: “going it alone” in defense production makes it possible to guard 
against vulnerability to supply interruptions and to ensure that strategic com
petitors do not have easy access to the same vital military technologies. States 
continue to have a preference for relying on their own resources for weapons 
production; the key question is how capable they are of pursuing this strategy. 
Analysts agree that going it alone has become harder in defense production in 
recent years.23 Until now, however, we have lacked an understanding of exactly 
how much more difficult it has become. The analysis in this book reveals that 
the scales have decisively shifted against a strategy of autarkic defense pro
duction: no state, including the great powers, can now effectively remain on the 
cutting edge in military technology if it does not pursue significant interna
tionalization in the production of weaponry. 

Concerning incentives, the key unanswered question is whether the geo
graphic dispersion of MNC production has changed the economic benefits of 
conquest. Economic gain has historically been a significant motivating force 
for conflict, and wars of conquest unfortunately still occur, as is demonstrated 
by Iraq’s 1991 invasion of Kuwait and the occupation of western Congo by 
Uganda, Burundi, and Rwanda from 1998 to 2002. Irrespective of the motiva
tion for war, the prospects for stability—that is, peacefulness—will decrease 
if aggressors are able to extract significant economic resources from newly 
occupied territory. The current benchmark study of the economic benefits of 
conquest concludes that conquerors are still in a position to effectively extract 
economic resources from vanquished wealthy countries.24 In order to determine 
whether this is truly the case, we need to investigate how recent economic trans
formations within the most advanced countries affect the economic benefits of 
conquest. Until now, this key issue has been neglected in the literature. This 
analysis reveals that while conquerors are still in a position to effectively ex
tract economic resources from a subset of wealthy countries, they can no 
longer do so from most. Specifically, I find that the globalization of production 
has greatly reduced the economic benefits of military conquest among the most 
advanced countries. 

With respect to shifts in the nature of the actors, the primary puzzle is 
whether the geographic dispersion of MNC production can reshape security by 

22 Bitzinger 1994, 172. 
23 See, for example, Moran 1990; Bitzinger 1994; and Vernon and Kapstein 1991. 
24 See Liberman 1996. 
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influencing the prospects for regional economic integration. Because regional 
integration can alter the interests of the group’s respective members, scholars 
conclude that such institutions can play a significant role in the development 
of stable, peaceful security relationships.25 Although this line of argument is 
compelling, a key question remains: under what conditions will states with se
curity tensions be able to consolidate integration in the first place? All the the
ory we have indicates that it is the consolidation of deep regional economic 
integration, and not simply the formation of an agreement, that has significant 
positive security repercussions. And yet, scholars who study international co
operation generally agree that states with security tensions will be least likely 
to engage in deep economic cooperation.26 We need to examine whether the 
globalization of production can exert sufficient pressure to induce even those 
states with a history of security rivalry to consolidate regional integration. 
The analysis here shows that it can. I find that this global production shift can, 
under certain conditions, enhance the prospects for peace by contributing to 
the consolidation of deep regional economic integration among long-standing 
security rivals. 

The globalization of production has significant ramifications for security 
affairs by virtue of the fact that it has altered the parameters of weapons de
velopment, the economic benefits of conquest, and the prospects for regional 
economic integration among security rivals. These three mechanisms are the 
focus of this book both because of their significance in the literature and be
cause they can be directly examined empirically. However, these mechanisms 
are not the only means by which the geographic dispersion of MNC produc
tion can potentially influence security; in total, there are five other mecha
nisms, all of which I analyze in this book. Two of these additional mechanisms 
are briefly discussed in chapter 3, while the remaining three are examined in 
detail in chapter 8. As will be seen, these five other mechanisms are all 
prospective in nature: they have the potential to influence security relations in 
the future, but do not appear to have yet played a role. The bottom line is that 
the globalization of production has already reshaped the international security 
environment in dramatic ways and may have an even greater influence in the 
years ahead. 

THE GLOBALIZATION OF PRODUCTION ACTS AS A SIGNIFICANT 
FORCE FOR GREAT POWER STABILITY 

The influence of the globalization of production on security is clearest and also 
most consequential with respect to great power relations. A massive amount of 

25 See, for example, Wendt 1994; Deutsch et al, 1957; Nye 1971; and Russett and Oneal 2000, 
chap. 5. 

26 See, for example, Grieco, Powell, and Snidal 1993. 
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literature within international relations is devoted to examining the most dan
gerous potential outcome in the system: a great power that attempts to funda
mentally upset the territorial status quo and is successful in doing so because 
the gains of military conquest are cumulative. The possibility of this outcome 
has cast a long shadow over researchers working within every different ap
proach and method in the field.27 This focus is not surprising. Although great 
power war is not an everyday occurrence, it is one that holds great peril: in 
World War II, over 50 million were killed, and the possibility that the nature of 
the system could be transformed by the Axis powers was far from remote. 
Moreover, the mere threat of great power revisionism is grave and consequen
tial: the U.S. effort to contain the Soviet threat to the system during the Cold 
War was incredibly expensive in economic terms (for decades America com
mitted between 5 and 14 percent of its GDP to defense spending), and U.S 
presidents repeatedly engaged in brinkmanship that ran the risk of escalation to 
global thermonuclear destruction. 

Many different factors influence the prospects for great power stability.28 

What is crucial is to identify which factors are important and whether they are 
likely to have a positive or negative influence. The findings of this book col
lectively indicate that the globalization of production now acts as a force for 
stability among the great powers. Put most precisely, the conclusion of this 
study is that the increased geographic dispersion of MNC production will, ce
teris paribus, increase the stability of great power relations. 

Of course, some say that the rise of what we now call economic globaliza
tion is partly due to the “long peace” that emerged among the great powers 
after 1945.29 This is true. There are many different sources of this long peace, 
which, in turn, provided a favorable environment for the onset and acceleration 
of economic globalization. This book is not about the causes of the long peace, 
nor the genesis of economic globalization. Instead, the motivation for this 
study is to understand the repercussions of the globalization of production for 
security relations throughout the world in recent years and in the years to 
come. With the fading of Cold War security structures, a number of prominent 
analysts now see an increased threat of security competition among great pow-
ers.30 This is where the geographic dispersion of MNC production enters in. As 
this study will show, now that the globalization of production is here, it works 
independently to reinforce stability among the great powers in a positive feed
back loop via a specific set of mechanisms. 

This analysis, in short, greatly strengthens the argument that international 
commerce now acts as a force for peace among the great powers. This book’s 

27 Mearsheimer 2001; Rosecrance 1999; and Stam and Smith 2001 are recent examples. 
28 The most significant recent empirical analysis emphasizing this point is Bennett and Stam 

2003. 
29 For this argument, see, for example, Buzan 1984. On the long peace, see Gaddis 1987. 
30 See Mearsheimer 2001; Kupchan 2002; Waltz 2000; and Huntington 1993. 



9 I N T RO D U C T I O N  

conclusion—that the production activities of MNCs contributes to stability in a 
way that is different from and stronger than trade—undercuts those who advance 
pessimistic projections about the great powers in the years ahead. Significantly, 
these analysts all maintain that international commerce now provides no rea
son for optimism about the future. The most forceful proponent of this gloomy 
perspective, John Mearsheimer, certainly does recognize that economic glob
alization is a significant force in world politics that has the potential to dramat
ically influence security affairs, but ultimately concludes that it does not reduce 
the force of his pessimistic predictions. Mearsheimer asserts there is essentially 
no difference between the nature and extent of international commerce in today’s 
global economy and that of the pre-1914 era; he then reasons that if extensive 
international commerce did not prevent World War I, “a highly interdependent 
world economy does not make great-power war more or less likely” and that we 
ultimately have no reason to think that the current wave of economic globaliza
tion will act as a significant constraint on the severity of conflict among the great 
powers in the years ahead.31 

Mearsheimer’s treatment of economic globalization suffers from the standard 
problem in the security field at large: an overly narrow and static conceptualiza
tion of international commerce. Trade linkages before World War I were very 
extensive, to be sure. But trade comprises only one part of what international 
commerce now consists of, a minority portion at that. Before World War I, there 
was nothing like the geographic dispersion of MNC production that exists today. 
Given that the globalization of production is historically novel and is now the 
pivotal driver of international commerce, analyses such as Mearsheimer’s that 
dismiss the current security repercussions of economic globalization of paral
lels with pre–World War I trade make no sense. Indeed, they are biased. 

It turns out that once we factor in the globalization of production, 
Mearsheimer’s pessimistic argument concerning the future of great power se
curity relations loses steam. In his analysis, whether substantial power gains 
can be accrued through military conquest has a fundamental influence on the 
prospects for great power conflict.32 Much of the basis for Mearsheimer’s over
all pessimism is a reflection of this in combination with his assessment that 
great power conquerors can, in fact, still effectively extract the economic 
wealth of those societies they vanquish on the battlefield and forcibly occupy.33 

As recently as World War II, it appears that great powers were in a position to 
conquer other great powers and effectively extract economic benefits from 

31 See Mearsheimer 2001, 371. This is the same line of argument advanced in Waltz 2000; and 
Kupchan 2002, esp. 103. Huntington goes one step further, arguing that commerce is now destabil
izing among the great powers; see Huntington 1993, 25–27. 

32 Of the four strategies Mearsheimer identifies for states to enhance their power, it is conquest that 
plays by far the most significant role in his account and in the historical record; see Mearsheimer 
2001, esp. 147–55. 

33 Mearsheimer 2001, esp. 148–50. 
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occupation.34 This is no longer the case: a key finding of this book is that the 
globalization of production has greatly lowered the economic benefits of con
quest in the most economically advanced states, and hence among all of the cur
rent and future great powers. This alone significantly undercuts Mearsheimer’s 
pessimistic portrait of great power security relations in the years ahead. 

The reasons why Mearsheimer places great stress on the economic benefits 
of conquest as an influence on great power stability are, of course, particular 
to his specific analysis. However, we need not agree with his particular theory 
of world politics to appreciate why the reduction in the economic benefits of 
conquest among the most advanced countries caused by the globalization of 
production significantly enhances stability among the great powers. Numerous 
other scholars employing approaches very different from Mearsheimer’s simi
larly emphasize the economic benefits of conquest as a key influence on great 
power stability.35 Irrespective of why a state seizes territory beyond its borders, 
the prospects for stability are greatly reduced when a great power can use one 
military conquest as a springboard for the next. During World War II, for ex
ample, the Nazis achieved great initial success and were hard to defeat in large 
part because they were able to effectively extract economic resources from the 
territory they occupied; these resources provided capacity that the Nazis could 
use to protect captured territory and acquire more. Had the Nazis been unable 
to effectively extract economic resources from vanquished territory, then their 
strategic vulnerability would have increased as they extended themselves mil
itarily. This example makes it evident why a reduction in the economic bene
fits of conquest among the most advanced countries would enhance stability 
among the great powers. 

Through its influence on the economic benefits of conquest, the geographic 
dispersion of MNC production acts as a force for continued peacefulness 
among the great powers. Although significant, this is not the only reason why 
this global production shift promotes great power stability. This study’s finding 
that great powers can no longer effectively go it alone in defense-related pro
duction points in the same direction. While the consequences of a change in the 
benefits of conquest for great power stability has received extensive scholarly 
treatment, the potential significance of a shift in the ability of states to pursue 
an autarkic defense production strategy has not yet been examined. There is 
good reason for this, since until very recently great powers retained the ability 
to be self-sufficient in defense production. 

To put it simply for now, this book’s finding that an autarkic defense pro
duction strategy has been fundamentally undermined augurs well for peaceful 
security relations among the great powers for two basic reasons.36 First, 

34 See Liberman 1996, chap. 3. 
35 Three of the strongest recent statements in this regard are Van Evera 1999, chap. 5; Stam and 

Smith 2001; and Rosecrance 1999, esp. 17, 81. 
36 A more detailed version of this argument is presented in chapter 7. 
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consider what would happen if a great power were to go it alone in defense 
production in the current environment. Any state that pursues this course will 
not have leading-edge military equipment and will thus be in a weaker posi
tion to pursue revisionist aims. Modern history makes clear the significance of 
this development: the three main revisionist great powers from the past 75 years 
(imperial Japan and Nazi Germany in World War II, and the Soviet Union dur
ing the Cold War) were largely closed off from the international economy at 
the time they challenged the status quo. 

Second, the finding that states can no longer effectively produce leading-
edge military technologies on their own means that any great power that makes 
a fundamental challenge to the territorial status quo will be easier to subdue; 
this is the case irrespective of which defense production strategy is pursued. 
The great powers that have made fundamental challenges to the status quo over 
the past century all acted largely on their own and provoked a counterbalanc
ing coalition that imposed a supply cutoff upon them. The problem is that these 
supply cutoffs were far from effective in reducing the ability of the revisionist 
great power to develop and produce competitive military weaponry.37 The 
world of today is much less threatening in this regard: the globalization of pro
duction greatly magnifies the degree to which a supply cutoff like those im
posed in World War II would degrade the military capacity of a revisionist 
great power that acts alone. 

The marked reduction in the benefits of conquest among the most advanced 
countries and the change in the parameters of weapons development caused by 
the globalization of production are both stabilizing for security relations among 
the great powers on their own. Of key importance, however, is that these changes 
overlap and reinforce each other: as chapter 7 shows, these two shifts in com
bination make less acute the most dangerous threat in the system. Significantly, 
this is true regardless of what motivates great powers. No matter whether the 
ultimate goal is power, security, prestige, or wealth, the geographic dispersion 
of MNC production has structurally shifted the scales against any great power 
that tries to overturn the fundamental nature of the system through force. Given 
that the globalization of production is a major, historically novel shift in the 
international environment, we are fortunate that it has a stabilizing influence 
on great power relations. 

IS THE GLOBALIZATION OF PRODUCTION LEADING TO 
UNIVERSAL PEACE? 

The view that economic shifts can influence the political world is one of the 
most enduring notions within political science and the social sciences more 

37 For a useful overview, see Mearsheimer 2001, 90–96. 
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generally. Although sometimes viewed as being exclusively associated with 
Marxist theory, it is an intellectual project of incredible diversity. Unfortunately, 
many analysts go so far as to advance economic determinist arguments.38 A 
prominent example of this tendency with respect to international security is 
John Stuart Mill’s argument in 1848: “It is commerce which is rapidly render
ing war obsolete, by strengthening and multiplying the personal interests 
which are in natural opposition to it. . . .  [Commerce is] the principal guaran
tee of the peace of the world.”39 

Mill’s optimistic forecast that international commerce was rendering war 
obsolete, like many similar predictions that followed in its wake, proved to be 
greatly in error.40 His understanding was not simply wrong at the time; it nec
essarily will always be wrong.41 The simple reason is that international com
merce is only one of the variables that influences the likelihood of war. This 
study is motivated by the need to better understand whether international com
merce now has a positive or negative influence on security relations; in pursu
ing this goal, I recognize that it does not serve as a master variable. 

Although the globalization of production does not provide any guarantee of 
peace among the great powers, it does act as a force for stability among them. 
This raises a key question: does this global production shift have beneficial 
repercussions for security throughout the world or only in certain regions? For 
many, the term globalization connotes a system or process that encompasses 
all countries and industries. As stressed above, the globalization of production 
is not, in fact, ‘global’ but instead remains bounded in important respects: it is an 
ongoing process, not an end point.42 It is, consequently, vital to examine the na
ture of this production change in its current form rather than to speculate about 
some hypothetical future international economy that is perfectly globalized.43 

Once we do so, it becomes clear that there is no reason to expect that the geo
graphic dispersion of MNC production will have a uniform effect on security 
relations throughout the world. 

The unfortunate conclusion of this book is that while the geographic dis
persion of MNC production is stabilizing among the great powers, it will not 
promote peace elsewhere in the world. Indeed, the analysis in the concluding 
section of the book shows that this global production shift is likely to have a net 
negative influence on security relations among developing countries. As will be 

38 Here, economic determinism is taken to mean that “the tendencies, forces, and outcomes of 
economic processes exert an independent, determining influence on other aspects of social devel
opment, such as political organization and cultural beliefs” (Bimber 1994, 91). 

39 Mill 1920, 582. 
40 The most famous of these forecasts was advanced by Norman Angell; Angell 1910. 
41 See the discussion in Keohane and Nye 1998, 81. 
42 On this point, see Dicken 1998, 5. 
43 Some globalization proponents are more extreme in this respect; see, for example, Reich 

1991; and Ohmae 1995. 



13 I N T RO D U C T I O N  

seen, this is partly because developing countries have not yet participated in the 
globalization of production to nearly the same extent that the great powers 
have. Far from acting as a general force for improved security relations, as 
some prominent analysts aver is the case, the positive influence of the global
ization of production, I conclude, will be geographically circumscribed for the 
foreseeable future.44 

PLAN OF THE BOOK 

The remainder of this book is divided into seven chapters. Chapter 2 is devoted 
to outlining several key features of the globalization of production. In the final 
portion of this chapter, I argue that this global production shift is the most 
novel aspect of contemporary economic globalization. 

Chapter 3 outlines the theoretical foundations for the book. The chapter be
gins by providing a detailed portrait of the three key puzzles that need to be ad
dressed and the specific mechanisms by which the globalization of production 
can influence security that I will evaluate empirically. I reveal how these three 
mechanisms correspond with the main theoretical approaches to the influence 
of the global economy on international security. The second portion of chapter 3 
outlines the deductive basis for the three theories that will be analyzed in the 
empirical analysis. These theories concern, respectively, how the globalization 
of production influences (1) the ability of states to effectively rely on their own 
resources in defense production; (2) the prospects for regional economic inte
gration among security rivals; and (3) the economic benefits of conquest. 

Chapters 4–6 evaluate the three theories developed in chapter 3. Chapter 4 
shows that even those states with the largest and most advanced economies 
in the system—the great powers—now must strongly pursue globalization of 
defense-related production if they wish to remain on the leading edge in military 
technology. This is made clear through an examination of the least likely case: 
the United States, which has long been the country in the best position to pursue 
an autarkic defense production strategy due to its economic size and domestic 
technological capacity. Beginning in the mid-1970s, the United States moved 
away from its long-standing approach of minimizing its reliance on international 
sources for key aspects of defense production. I demonstrate that the United 
States strongly shifted away from its default autarkic approach in the mid-1970s 
because the gains of globalization in weapons production—reduced cost and, es
pecially, enhanced quality—were dramatic. I also find that the globalization in 
defense-related production was an important factor in the United States deci
sively pulling ahead of the Soviet Union in military technology during the 1980s. 

44 The most prominent statement that the globalization of production will act as a general force 
for improved security relations is Friedman 1999, esp. 257. 
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Chapter 5 demonstrates that the geographic dispersion of MNC production 
can enhance the prospects for peace by contributing to the consolidation of 
deep regional economic integration among long-standing rivals, but only under 
certain conditions. Because of the nature of these conditions, the key test case 
is Mercosur (the Southern Cone Common Market), an integration agreement 
formed in 1991 by Argentina, Brazil, Paraguay, and Uruguay. I show that in
centives created by the globalization of production helped propel Mercosur 
policymakers to take great strides toward the consolidation of regional integra
tion during the group’s early years. I also find that this early consolidation of 
Mercosur helped make it possible for Argentina and Brazil to decisively move 
beyond their 150-year-long history of security rivalry and consolidate a stable 
and peaceful security relationship. 

Chapter 6 reveals that the geographic dispersion of MNC production has led 
to shifts in the structures of the most advanced states that prevent a conqueror 
from effectively extracting economic gains from occupation. The chapter ex
amines the only recent example of military conquest of any economically 
advanced societies in which extraction was attempted: the Soviet empire in 
Eastern Europe. Two key findings emerge. Through an investigation of Hun
gary from the early 1970s through the early 1990s, I show that a vanquished 
advanced country will be greatly constrained in its ability to participate in the 
globalization of production following conquest. By analyzing Soviet policy to
ward Eastern Europe from the early 1960s through the 1980s, I also demon
strate that a conqueror of an advanced society will be prone to use mechanisms 
of imperial control that greatly hinder innovation in the “knowledge-based” 
sectors that have become the key focus of those countries whose firms have 
participated most strongly in the globalization of production. 

The specific empirical findings detailed in chapters 4–6 are significant and 
help to resolve a number of important puzzles in the security literature. Given 
the salience and historically unprecedented nature of the globalization of pro
duction, we need to know what general effects it has on international security. 
Addressing this issue is the purpose of the concluding section of the book. 
Chapter 7 draws together my empirical findings into a series of bottom-line im
plications for international security. I delineate why the geographic dispersion 
of MNC production now acts as a force for stability among great powers but, 
at the same time, has a net negative effect on security relations in the develop
ing world. I also explain why this global production shift currently has a mixed 
effect on security relations between the great powers and developing countries. 

Chapter 8 then looks toward the future security environment. I outline and 
critically assess a series of additional mechanisms by which this global pro
duction shift can potentially influence interstate relations in the years ahead. I 
conclude that none of these additional mechanisms is likely to alter the initial 
assessment derived in chapter 7 concerning the general security repercussions 
of the globalization of production. In the end, therefore, the final conclusion of 
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this book is that the geographic dispersion of MNC production has a differential 
effect on security relations: positive among the great powers; mixed between the 
great powers and developing countries; and negative among developing coun
tries. This is true not just now, but is likely to remain so for many years to come. 
The final portion of this chapter argues that future research on the globalization 
of production’s security repercussions should focus on nonstate actors, particu
larly terrorists. I then discuss the four main ways this global production shift 
may influence the threat from terrorism in upcoming years. 




